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AUDITING STANDARDS BOARD (ASB) MEETING 
June 3–4, 2003  
New York, New York 
Approved Highlights 
 
     
MEETING ATTENDANCE  
 
ASB Members 
 
James Gerson, Chair 
Jeffery Bryan 
Craig Crawford 
John Fogarty 
Lynford Graham 
Auston Johnson  
Kenneth Macias 
Susan Menelaides 
William Messier 
Alan Paulus 
Stephen Schenbeck 
Mark Scoles 
Michael Umscheid 
Bruce Webb 
Carl Williams III 
 
AICPA Staff  
 
Chuck Landes, Director, Audit and Attest Standards 
Julie Anne Dilley, Technical Manager, Audit and Attest Standards 
Gretchen Fischbach, Technical Manager, Audit and Attest Standards 
Jane Mancino, Technical Manager, Audit and Attest Standards 
 
Observers and Other Participants  
 
Sylvia Barrett, International Federation of Accountants 
John P. Brolly, PricewaterhouseCoopers, LLP 
Ashley Carpenter, International Federation of Accountants 
Robert Dohrer, McGladrey & Pullen, LLP 
George Fritz, Transition Oversight Staff 
Mark Gibson, KPMG, LLP 
Cheryl Hartfield, Practitioner’s Publishing Company  
Joy Keenan, Canadian Institute of Chartered Accountants 
Jim Lee, PricewaterhouseCoopers, LLP 
Maria Manasses, Grant Thornton, LLP 
Howard Meltzer, KPMG, LLP 
Jim Newton, KPMG, LLP 
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David Noonan, Ernst & Young, LLP 
Esmeralda Rodriguez, Securities and Exchange Commission 
Tania Sergott, Deloitte & Touche, LLP 
Garrett Stauffer, Pricewaterhouse Coopers, LLP 
 
 
CHAIR AND STAFF REPORTS  
 
J. Gerson and C. Landes provided updates on the recent Audit Issues Task Force meeting and 
other matters. 
 
AGENDA ITEMS PRESENTED AT MEETING 
Internal Control Reporting 
 
Garrett L. Stauffer, Chair, Internal Control Reporting Task Force (task force), led a discussion 
about the major issues raised in comment letters, and the task force’s proposed revisions to 
address these issues, with regard to the following documents that the Auditing Standards Board 
(ASB) had exposed for comment on March 18:  
 
 A proposed Statement on Auditing Standards (SAS), Auditing an Entity’s Internal Control 
Over Financial Reporting in Conjunction With the Financial Statement Audit, which would 
be applicable only to audits of financial statements included in annual reports of entities, 
other than registered investment companies, filed with the Securities and Exchange 
Commission (SEC) pursuant to Section 13(a) or 15(d) of the Securities Exchange Act of 
1934, in which the auditor engaged to perform the audit of the entity’s annual financial 
statements also is required to attest to, and report on, management’s assessment of the 
entity’s internal control over financial reporting related to such annual financial statements as 
of the end of the most recent fiscal year (public company audits) 
 A proposed Statement on Standards for Attestation Engagements (SSAE), Reporting on an 
Entity’s Internal Control Over Financial Reporting, which would supersede Chapter 5, 
“Reporting on an Entity’s Internal Control Over Financial Reporting,” of SSAE No. 10, 
Attestation Standards: Revision and Recodification (AICPA, Professional Standards, vol. 1, 
AT sec. 501), as amended  
 Amendment to Statement on Auditing Standards No. 100, Interim Financial Information  
 
The ASB discussed the proposed changes to the drafts and recommended changes including the 
following:  
 
 Sharpen the definitions of significant deficiencies and material weaknesses. 
 Under planning the engagement, expand the discussion of the internal audit function to 
include the results of tests performed by others, including internal auditors, on behalf of the 
responsible party. 
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 Reorganize and clarify the guidance on using the responsible party’s tests and provide an 
illustrative example. 
 Clarify the guidance concerning when the responsible party is required to evaluate the 
internal control of entities consolidated under various accounting rules. 
 Include guidance that testing the closing process controls related to the “as of” date of the 
report normally operate only after the “as of” date. 
 
 Track the guidance on attest documentation to the various sections of the document and 
include paragraph references. 
 
G. Stauffer stated that the task force intended to make additional changes to the documents based 
on the ASB discussion and on the provisions of the SEC’s final 404 rule which was expected to 
be issued within the next week. G. Stauffer proposed that the task force send the resulting ballot 
drafts to the ASB with a request that the ASB members vote to submit the revised documents to 
the Public Company Accounting Oversight Board (PCAOB) with a cover letter recommending 
the documents for standards.  
 
 
The ASB took the following vote: 
   
Should the proposed SAS’s    Assent   Dissent   Abstain Absent 
Auditing an Entity’s Internal Control  
Over Financial Reporting in Conjunction With the  
Financial Statement Audit and Amendment to  
Statement on Auditing Standards No. 100,  
Interim Financial Information, and the proposed  
SSAE, Reporting on an Entity’s Internal  
Control Over Financial Reporting, be submitted to the  
PCAOB as recommendations for standards?         12           0 1 2 
 
SOA Omnibus SAS 
 
Susan Menelaides, chair of the Sarbanes-Oxley Act (SOA) Omnibus Task Force, and Bruce 
Webb, chair of the Auditor Communications Task Force, led the board’s discussion of the issues 
raised in the 14 comment letters received to date on the exposure draft (ED) of a proposed SAS 
titled Sarbanes-Oxley Omnibus. The amendments to existing standards developed by the two 
aforementioned task forces were combined into the Sarbanes-Oxley Omnibus ED that was issued 
on April 1, 2003; the comment period ended May 15, 2003. A comment letter analysis provided 
to the board identified each comment in paragraph number order by AU section and indicates 
whether the comment was taken.  Chairs Menelaides and Webb led the board’s discussion of 
several issues.  The Board: 
 
 Concluded that SAS No. 1, Codification of Auditing Standards and Procedures (AICPA, 
Professional Standards, vol. 1, AU sec. 310, “Appointment of the Independent Auditor”), 
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should not be amended to require the auditor to obtain a representation letter from the audit 
committee. 
 Concluded that the definition of the term “client” in SAS No. 61, Communication With Audit 
Committees (AICPA, Professional Standards, vol. 1, AU sec. 380, as amended), was 
sufficiently clear.  
 Concluded that the proposed requirement in SAS No. 96, Audit Documentation (AICPA, 
Professional Standards, vol. 1, AU sec. 339) to retain audit or review documentation for 
seven years should be deleted since the Single Audit Act only requires that audit 
documentation for certain entities be retained for three years. 
 Concluded that the proposed standard on reviewing partner review not be revised to 
recommend or require involvement of the reviewing partner during the planning stage of the 
audit; the proposed standard states that the reviewing partner’s review can be performed 
throughout the audit. 
 Decided that the applicability of SAS No. 84, Communication Between Successor and 
Predecessor Auditors (AICPA, Professional Standards, vol. 1, AU sec. 315, as amended), to 
the predecessor’s review of interim financial information in accordance with SAS No. 100, 
Interim Financial Information (AICPA, Professional Standards, vol. 1, AU sec. 722), and 
the audit of internal control over financial reporting was sufficiently clear without further 
revision.   
 
The board voted to ballot the revised ED for submission to the PCAOB.   
 
                                                                             For   Against  Absent  Abstain   
 
 
Should the proposed SAS, Sarbanes-Oxley 
Omnibus be balloted for submission 
to the PCAOB?           13           0          2            0 
 
 
Joint Risk Assessments 
 
John Fogarty, co-chair, Joint Risk Assessments Task Force (task force), led a discussion about 
the major issues raised in comments received on the ED of the following proposed Statements on 
Auditing Standards (SAS’s) related to the auditor’s assessment of and response to risk:  
 
 Amendment to Statement on Auditing Standards No. 95, Generally Accepted Auditing 
Standards, which amends the 2nd and 3rd standards of fieldwork  
 Audit Evidence, which will supersede SAS No. 31, Evidential Matter (AICPA, Professional 
Standards, vol. 1, AU sec. 326) 
 Audit Risk and Materiality in Conducting an Audit, which will supersede SAS No. 47, Audit 
Risk and Materiality in Conducting an Audit (AICPA, Professional Standards, vol. 1, AU 
sec. 312) 
 Planning and Supervision, which will supersede SAS No. 1, Codification of Auditing 
Standards and Procedures (AICPA, Professional Standards, vol. 1, AU sec. 310, 
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“Appointment of the Independent Auditor”) and SAS No. 22, Planning and Supervision 
(AICPA, Professional Standards, vol. 1, AU sec. 322) 
 Understanding the Entity and Its Environment and Assessing the Risks of Material 
Misstatement  
 Performing Audit Procedures in Response to Assessed Risks and Evaluating the Audit 
Evidence Obtained, which will supersede SAS No. 45, Substantive Tests Prior to the 
Balance-Sheet Date (AICPA, Professional Standards, vol. 1, AU sec. 313), and, together 
with Understanding the Entity and Its Environment and Assessing the Risks of Material 
Misstatement will supersede SAS No. 55, Consideration of Internal Control in a Financial 
Statement Audit (AICPA, Professional Standards, vol. 1, AU sec. 319, as amended) 
 Amendment to Statement on Auditing Standards No. 39, Audit Sampling, (AICPA, 
Professional Standards, vol.1, AU sec. 350) 
The task force met on May 19-20, 2003 and discussed the major issues presented in comment 
letters on the International Auditing and Assurance Standards Board’s (IAASB’s) proposed 
International Standards on Auditing (ISAs). Many of the concerns about the respective standards 
are common. J. Fogarty stated that the IAASB’s timetable is to vote revised documents for 
issuance at its October meeting. The proposed SASs will be updated in tandem with the proposed 
ISAs and, upon issuance of the ISAs, submitted to the PCAOB with a recommendation that they 
be issued for U.S. audits.   
ASB members discussed issues raised in the comment letters and made the following 
recommendations:  
 Retain the guidance that risk assessments should be based on an understanding of the entity 
and its environment, including its internal control, rather than permitting a default to 
maximum risk without obtaining an understanding. 
 The scope of understanding of the components of internal control, and especially of control 
activities, needs to be clarified. However, simply adding the phrase “relevant to the audit” 
does not provide sufficient clarification of the minimum understanding that is required. 
 Clarify that the nature and extent of procedures to obtain an understanding of internal control 
is not intended to be the same as testing the operating effectiveness of controls, particularly 
control activities, however, in the process of obtaining an understanding and establishing the 
implementation of controls, the auditor also may gather evidence about the operating 
effectiveness of some controls. 
 Retain the guidance that controls should be retested at least every 3 years.  
 Consider expanding the discussion of significant risks to include items that might have low 
inherent risk (for example, fixed assets) but for which the controls are so deficient that the 
risk is significant 
 Use the table proposed by several comments to present the assertions 
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 Clarify the guidance on what is the auditor’s responsibility with respect to the entity’s 
objectives and strategies and related business risks 
 Restore the terminology used in the COSO framework and move the discussion about the 
entity’s risk assessment process to the section on internal control 
 Clarify the guidance on documentation so that documentation of every risk identified is not 
required, however, documentation should demonstrate that the auditor has covered assertions 
for all the significant accounts, classes of transactions, and disclosures  
 
